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Soybean Backgrounder
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Abstract

U.S. soybean plantings peaked at 75.2 million acres in 2004, pushing output and use to
record levels. Future increases in acreage and production, however, could be limited by
competition for area from other U.S. crops, possible constraints on yield growth from
changing rotations and new diseases, and increasing foreign competition. The U.S. share
of global soybean and soybean product exports has steadily diminished due to the
phenomenal growth of foreign soybean output and exports, particularly by Brazil and
Argentina. The development of nontraditional soybean uses (such as biodiesel) and
growth in demand for food use could provide some support to the U.S. soybean sector. In
2004, at least three-quarters of all soybean-producing farms had farm operations that
were considered profitable. Since 2002, government payments to the soybean sector have
been relatively small, consisting primarily of fixed direct payments. Domestic market
conditions, Federal budget deficits, and multilateral trade negotiations will be important
considerations for new farm legislation.

Keywords: United States, soybeans, demand, supply, trade, policy, trade agreements,
biodiesel, income, expenses.
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Introduction

Over the past decade, U.S. soybean production has climbed steadily,
responding to increased domestic and global demand for the coproducts of
soybean crushing—nhigh-protein soybean meal for animal feed, and soybean
oil for edible and inedible uses. During the same period, policy changes
have allowed soybean producers to respond to market signals, especially
with nearly complete planting flexibility following the 1996 Farm Act.

By the 2004/05 crop year, U.S. soybean output and consumption had both
achieved record levels. However, the U.S. soybean sector faces unprece-
dented competition in export markets. Future soybean acreage could also be
constrained by the market and policy developments affecting demand for
other crops. In particular, a mandate for increased production of renewable
fuels (mainly ethanol, which is primarily derived from corn) will have a
major impact on the economics of growing soybeans.

Growth prospects for domestic per capita soybean oil consumption, soybean
meal demand, and exports are considered relatively stable, so U.S. revenues
from soybeans may increasingly rely on the expansion of less traditional
sources of demand. In particular, policies and market factors affecting
biodiesel demand could have a significant impact on soybean consumption.
Food uses (e.g., protein supplements, soy beverages) also show promise as
niche markets for soybeans.

Soybeans are among the key crops covered by the main government
commodity programs (marketing loans, direct payments, and countercyclical
payments) of the Farm Security and Rural Investment Act of 2002 (2002
Farm Act). Consequently, soybean producers and Direct and Countercyclical
Payment Program (DCP) participants with soybean base acres have a strong
interest in future farm policies. Government payments to soybean producers
have been relatively modest since 2002 due to high prices, but future
funding of domestic farm programs may be influenced by projected Federal
budget deficits. Trade policy and domestic support issues—particularly
related to the World Trade Organization’s (WTO) ongoing Doha Round
negotiations—are also likely to factor into new farm legislation. A WTO
agreement may require some redesign of U.S. commodity policies.
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U.S. Market Background

Soybeans account for about 90 percent of U.S. oilseed production. In 2005,
planted soybean acreage was 72.1 million acres and farm production value
was nearly $17 billion, trailing only corn in U.S. crop area and production

value (fig. 1).

In the United States, soybeans are most commonly grown in rotation with
corn. More than 80 percent of soybean acreage is in the upper Midwest,
with significant acreage in the Delta and Southeast (fig. 2). Acreage is
concentrated where soybean yields are highest. (For more information on
the characteristics of U.S. soybean farms, see appendices 1 and 2). Nearly
all soybeans are either crushed domestically (to separate and extract the oil
and high protein meal) or sold for export. Domestic soybean processors sell
soybean oil and meal for domestic use and in global markets for these prod-
ucts. A small amount of whole soybeans are used for seed, roasted for
snacks or onfarm dairy feed, or processed into traditional soyfoods such as
tofu. New uses for soybeans and their derivatives, such as biodiesel made
from soybean oil, show promise due to recent energy market and public
policy developments.

Since it accounts for nearly 80 percent of the physical output from
processing soybeans, meal is typically the most valuable end product.
Depending on the prices of soybean meal versus soybean oil, soybean meal
can range from 50 to 75 percent of the processing value. Soybean meal is by
far the world’s most important protein feed, accounting for nearly 65
percent of world protein feed supplies. Livestock feeds account for 98
percent of U.S. soybean meal consumption, with the remainder used in
human foods such as bakery ingredients and meat substitutes.

Soybean oil generally contributes less than soybean meal to the value of
processed soybean products, as it constitutes just 18-19 percent of the

Figure 1
Soybeans ranked second among U.S. crops in farm value in 2005

$ billion

All othe field crops—$21.2 Corn—-$21.0

Other oilseeds—$1.6
Other grains—$3.3

Cotton—$5.6 Soybeans—$16.9

Wheat-$7.1

Source: U.S. Department of Agriculture, National Agricultural Statistics Service,
Quick Stats data base.
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http://www.usda.gov/agency/oce/reports/payment_limits/paymentLimitsAll.pdf



http://www.ers.usda.gov/briefing/riskmanagement/






http://www.ers.usda.gov/briefing/farmpolicy/gov-pay.htm
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http://www.ers.usda.gov/data/fatus
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http://www.ers.usda.gov/db/wto
http://www.nass.usda.gov/QuickStats/
http://www.nass.usda.gov/QuickStats/
http://www.nass.usda.gov/research/atlas02
http://www.nass.usda.gov/research/atlas02
http://www.ers.usda.gov/Briefing/FarmPolicy/historyOfFarm.htm
http://www.ers.usda.gov/data/baseacres
http://www.ers.usda.gov/Briefing/FarmPolicy/data/Provisions.xls
http://www.fsa.usda.gov/dam/bud/CCC%20Estimates%20Book/2006PresBud/Pres%20Bud%20Table%2035.pdf
http://www.fsa.usda.gov/dam/bud/CCC%20Estimates%20Book/2006PresBud/Pres%20Bud%20Table%2035.pdf
http://www.ers.usda.gov/data/FarmIn-come/finfidmu.htm#payments
http://www.ers.usda.gov/data/FarmIncome/finfidmu.htm#payments
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http://www.ers.usda.gov/Briefing/FarmIncome/Data/GP_T7.htm
http://www.fsa.usda.gov/dafp/psd/Reports.htm
http://www.fsa.usda.gov/dafp/psd/Reports.htm
http://www.fsa.usda.gov/dafp/psd/LoanRate.htm
http://www.fsa.usda.gov/dafp/psd/LoanRate.htm
http://www.ers.usda.gov/briefing/FarmPolicy/usnotify.htm
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